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What  the  Chinese  Think  About  Post-War 
Reconstruction 


In  this  Report,  the  fifth  in  a  series  on  public 
opinion  regarding  post-war  reconstruction* 
three  Chinese  who  are  in  this  country  studying 
American  thought  on  this  subject  analyze 
possible  post-war  developments  in  China. 

The  three  contributors  to  this  report  lucidly 
define  China’s  role  in  the  post-war  world  as 
seen  by  leading  Chinese  students  of  interna¬ 
tional  afiairs.  At  home,  after  the  war,  China 
will  be  preoccupied  with  the  closely  related 
problems  of  industrialization  and  agrarian  re¬ 
form.  Only  through  development  of  heavy  in¬ 
dustries  and  modernization  of  agriculture  can 
China,  according  to  its  spokesmen,  make  itself 
— as  Russia  did  after  igiy — impregnable  to 
aggression,  and  capable  of  playing  in  world 


affairs  a  role  commensurate  tvith  the  spirit  and 
achievements  of  its  people. 

In  this  gigantic  tas\  of  reconstruction,  they 
point  out,  China  will  welcome  the  aid  of  for¬ 
eign  capital — on  terms  that  carry  no  threat  of 
imperialistic  exploitation  of  its  resources  and 
that  acknowledge  its  emergence  as  an  equal  of 
the  advanced  industrial  nations  of  the  West. 
It  is  on  a  basis  of  equality  tvith  its  Allies  in  the 
anti-Axis  struggle  that  China  looks  forward  to 
cooperating  in  the  creation  of  a  world  organ¬ 
ization  that  will  give  full  scope  to  its  develop¬ 
ment  as  a  peace-loving  nation,  and  promise 
eventual  independence  to  the  other  peoples  of 

Asia. 

—Editor. 


INTERNAL  ECONOMIC  DEVELOPMENT 

BY  DR.  CHING-CHAO  WU,  who  received  his  B.A.  at  the  University  of  Minnesota,  and  his  PhJ). 
at  the  University  of  Chicago.  Dr.  Wu  was  formerly  Professor  of  Sociology  at  the  University  of  Nan¬ 
king  and  at  the  National  Tsing  Hua  University  in  Peiping,  and  during  was  Editor-in-Chief  of 

the  New  Economist  {Chungking),  published  twice  a  month  in  Chinese. 


DURING  the  past  few  years  there  has  been  much 
discussion  as  to  what  China  should  do  after  the 
war  in  reconstructing  its  economic  life.  Out  of  this 
discussion  consensus  with  regard  to  many  problems 
appears  to  be  emerging.  There  are,  of  course,  some 
points  about  which  considerable  divergence  of 
views  still  exists. 

THE  FUTURE  OF  AGRICULTURE 

In  the  field  of  agriculture,  the  public  fully  sup¬ 
ports  the  work  done  by  such  organizations  as  the 


National  Agricultural  Research  Bureau,  the  Coop¬ 
erative  Administration,  and  the  Water  Conservancy 
Commission.  The  National  Agricultural  Research 
Bureau  has  achieved  significant  results  in  the  dis¬ 
semination  of  better  seeds  and  the  eradication  of 
insects  and  diseases.  This  organization  was  estab¬ 
lished  about  fifteen  years  ago  with  the  main  pur- 
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FOREIGN  POLICY  REPORTS,  VOLUME  XIX,  NUMBER  16,  NOVEMBER  I,  I943 

Published  twice  a  month  by  the  foreign  policy  association,  Incorporated,  22  East  38th  Street,  New  York  16,  N.  Y.,  U.S.A.  fran* 
ROSS  MCCOY,  President;  shf.rman  s.  hai-den.  Assistant  to  the  President;  vera  micheles  dean,  Editor  and  Research  Director;  Helen 
terry.  Assistant  Editor.  Research  Associates:  Winifred  n.  hadsel,  Helen  h.  moorhead,  ona  k.  d.  ringwood,  Lawrence  k.  rosingeIi 
HOWARD  p.  wiiiDDEN,  JR.  Subscription  Rates:  Ss-oo  a  year;  to  F.P.A.  members  $3.00;  single  copies  25  cents.  Entered  as  second-class 
tjiatter  on  March  31,  1931  at  the  post  office  at  New  York,  N.  Y.,  under  the  Act  of  March  3,  1879. 

Produced  under  union  conditions  and  composed,  printed  and  bound  by  union  labor. 


I 


FOREIGN  POLICY  REPORTS  •  NOVEMBER  I,  1943 


215 


pose  of  increasing  the  food  supply  of  the  nation. 
During  the  twenties  China  imported  a  large  quan¬ 
tity  of  rice  and  wheat  from  abroad.  This  alarmed 
the  Chinese  people,  who  felt  that  an  agricultural 
country  like  China  should  be  able  to  feed  itself. 
However,  our  imports  of  wheat  and  rice  in  any  year 
was  never  more  than  5  per  cent  of  home  produc¬ 
tion.  Owing  to  the  unremitting  efforts  of  the  Na¬ 
tional  Agricultural  Research  Bureau,  the  situation 
has  been  greatly  improved.  Now  the  Bureau  pays 
as  much  attention  to  cotton  as  it  once  paid  to  wheat 
and  rice,  with  a  view  to  increasing  production  so  as 
to  satisfy  not  only  the  needs  of  our  own  people  but 
the  demand  of  some  foreign  countries  as  well. 

The  Cooperative  Administration  has  been  help¬ 
ing  farmers  form  all  kinds  of  cooperatives,  but  it  is 
in  the  field  of  credit  cooperatives  that  success  is 
most  noticeable.  This  is  due  to  the  fact  that  credit 
cooperatives  really  meet  a  need  of  rural  districts. 
Credit  cooperatives  can  now  obtain  loans  from  the 
banks  at  an  interest  rate  of  10  per  cent,  while  for¬ 
merly  country  moneylenders  used  to  charge  50  or 
sometimes  even  100  per  cent  annually. 

The  Water  Conservancy  Commission  has  been 
engaged  in  building  more  irrigation  canals,  par¬ 
ticularly  in  the  northwestern  provinces,  such  as 
Shensi,  Ninghsia  and  Kansu.  It  has  also  done  some 
work  in  flood  control,  especially  by  repairing  dikes 
and  building  dams.  All  these  undertakings  will  be 
pushed  ahead  more  energetically  after  the  war,  and 
there  seems  to  be  no  dissenting  opinion  as  to  the 
desirability  of  the  work  performed  by  these  three 
organizations. 

FOOD  PRODUCTION 

There  is,  however,  a  small  group  of  agricultural 
economists  who  question  the  wisdom  of  pursuing  a 
policy  of  self-sufficiency  in  foodstuffs.  According  to 
this  group,  Chinese  farmers  should  cultivate  only 
those  crops  which  command  the  highest  price  in 
the  world  market.  It  would  be  better,  in  their  opin¬ 
ion,  to  sell  such  crops  abroad  for  cash,  and  with 
the  proceeds  to  import  a  portion  of  our  foodstuffs 
from  other  countries.  This  would  be  a  more  profit¬ 
able  business  proposition.  Many  others,  however, 
point  out  the  danger  of  following  such  a  policy. 
China  is  still  a  weak  country  and  does  not  possess 
a  navy.  Had  China  followed  the  advice  of  this 
group  many  years  ago,  the  Japanese  blockade  would 
have  immediately  brought  about  a  collapse  of  the 
Chinese  economy,  for  it  would  be  impossible  to 
import  sufficient  food  over  the  Burma  Road  or  by 
air  transport  to  feed  the  Chinese  population.  But 
their  emphasis  on  agricultural  exports  is  warmly 
received  by  the  general  public.  It  is  well  understood 


in  China  that  we  must  import  capital  goods  from 
abroad  in  order  to  carry  out  our  program  of  indus¬ 
trialization,  and  the  more  agricultural  products  we 
can  send  abroad,  the  more  capital  goods  we  can 
import  for  this  purpose. 

DIVERGENCE  ABOUT  AGRARIAN 
REFORM 

It  is  in  the  realm  of  agrarian  reform  that  dif¬ 
ference  of  opinion  is  most  pronounced.  One  group 
of  writers  thinks  that  the  most  serious  problem  in 
our  rural  districts  is  that  of  landlordism  and  ten¬ 
ancy.  Of  the  products  on  a  rented  farm,  the  land¬ 
lord  usually  gets  50  per  cent.  This  practice,  in  the 
eyes  of  many  reformers,  is  pure  exploitation.  In 
order  to  ameliorate  the  lot  of  the  tenants,  it  is  pro¬ 
posed  that  the  government  help  them  to  own  their 
land.  But  opinions  differ  as  to  just  what  measures 
the  government  should  take.  Some  propose  that 
the  government  extend  credit  to  the  tenants  on  a 
long-term  basis  so  that  they  may  buy  land  from  the 
landlord.  Others  go  a  step  further  and  suggest  na¬ 
tionalization  of  land.  Still  others,  following  the 
classical  theory  of  the  Han  philosophers,*  advocate 
limitation  of  the  amount  of  land  any  individual  is 
allowed  to  hold,  and  maintain  that  those  who  hold 
more  than  a  specified  amount  should  be  forced  to 
give  it  up. 

Another  group  of  writers,  while  sympathizing 
with  these  efforts  to  ameliorate  the  conditions  of 
tenants  and  strongly  favoring  the  recently  promul¬ 
gated  land  law  by  which  the  landlord  is  allowed  to 
charge  as  rent  not  more  than  37.5  per  cent  of  the 
proceeds,  do  not  think  that  the  living  standards  of 
farmers  can  be  considerably  increased  by  solving 
the  tenant  problem.  According  to  this  group,  the 
core  of  the  Chinese  agrarian  problem  is  the  small 
size  of  the  Chinese  farm,  which  averages  only  22.9 
mow,  or  3V2  acres.  In  some  provinces,  such  as 
Kwangtung  and  Hunan,  the  average  farm  is  less 
than  2  acres.  On  such  a  small  farm  a  tenant  cannot 
make  a  decent  living,  but  the  owners  do  not  fare 
much  better. 

To  improve  this  condition,  it  is  imperative  that 
farms  be  enlarged.  There  are  many  ways  of  achiev¬ 
ing  this  goal.  For  example,  more  cultivable  land 
should  be  brought  under  the  plow,  and  a  conscious 
attempt  made  to  re-distribute  the  population  so 
that  farmers  may  be  induced  to  leave  overpopulated 
areas  and  settle  in  less  densely  inhabited  districts. 
Above  all,  the  Chinese  economy  should  be  remod¬ 
eled.  More  opportunities  should  be  created  for  mak- 

I.  Tung  Chung-shu,  the  foremost  philosopher  of  the  Earlier  Han 
Dynasty  (206  B.C. — ^A.D.  9),  first  proposed  this  idea  of  limita¬ 
tion  of  holdings.  He  thought  that  ownership  of  land  would 
thereby  be  decentralized  and  the  landlord  would  not  be  able  to 
exploit  tenants.  He  had  many  followers  in  later  dynasties. 
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ing  a  living  by  methods  other  than  farming.  When 
this  is  done,  many  farmers  will  gladly  give  up  their 
small  pieces  of  land  and  try  their  fortune  in  such 
occupations  as  mining,  manufacturing,  transporta¬ 
tion,  communication,  commerce  and  other  profita¬ 
ble  professions.  At  the  same  time,  those  who  remain 
in  the  rural  districts  will  thus  be  able  to  enlarge 
their  farms.  If  the  average  farm  can  be  increased 
several  times,  there  may  be  some  hope  for  farmers 
to  accumulate  capital  through  their  own  effort.  In 
that  case,  a  tenant  can  climb  the  agricultural 
ladder  until  he  becomes  an  owner.  If  this  ideal  is 
realized,  the  tenancy  problem  in  China  will  be  no 
more  serious  than  in  the  United  States  or  Britain. 

During  the  last  three  years,  the  practice  of  collect¬ 
ing  land  tax  in  kind  has  been  the  occasion  for  dis¬ 
cussions  about  the  utility  and  function  of  granaries. 
Because  of  the  need  for  storing  up  wheat  and  rice 
collected  from  the  farmers,  many  new  granaries 
have  been  built  in  different  parts  of  the  country. 
This  practice  has  aroused  the  enthusiasm  of  those 
who,  following  the  teachings  of  ancient  Chinese 
philosophers,  believe  that  granaries  are  the  best 
way  to  combat  famine.  They  point  out  that,  if 
many  granaries  had  been  built  in  the  province  of 
Honan  and  filled  with  grain,  the  1942  famine  in 
that  province  would  not  have  brought  such  suffer¬ 
ing  to  the  people.  They  urge  that,  after  the  war, 
granaries  be  established  in  every  county,  and  grain 
be  stored  in  them  in  quantities  sufficient  to  feed  the 
people  for  a  year.  Others  do  not  favor  this  idea. 
They  argue  that,  in  a  country  with  a  modern  sys¬ 
tem  of  transportation,  poor  crops  do  not  necessarily 
spell  famine,  for  the  surpluses  of  a  district  with 
plentiful  crops  can  easily  be  made  available  to  the 
people  in  the  famine  district.  Therefore,  in  order  to 
free  China  from  the  sufferings  of  famine,  it  is  better 
to  introduce  modern  means  of  transportation  than 
to  build  numerous  granaries.  The  former  course 
seems  preferable  because  it  would  not  freeze  part  of 
the  national  wealth  in  granaries. 

THE  FUTURE  OF  INDUSTRY 

There  is  no  question  in  the  minds  of  the  Chinese 
that  development  of  modern  transportation  is  a 
prerequisite  for  industrialization.  Plans  have  been 
made  to  build  additional  highways  and  to  construct 
at  least  20,000  more  kilometers  of  railways  within 
five  or  ten  years  after  the  war.  One  group  believes 
that,  for  communication  between  commercial  cities 
and  distant  parts  of  the  country,  such  as  Tibet  and 
Sinkiang,  airlines  are  to  lie  preferred  to  railways. 
Although  the  freight  and  passenger  rates  of  air¬ 
lines  are  several  times  higher  than  those  of  rail¬ 
ways,  initial  expenses  arc  much  lower.  Moreover, 
there  is  no  immediate  prospect  that  a  railway  run¬ 


ning,  for  example,  between  Lanchow  and  Lhasa, 
could  be  made  to  pay.  As  to  coastal  trade  and  trade 
along  the  Yangtze  valley,  every  one  agrees  that 
water  transportation  should  play  the  dominant  part. 

When  different  sections  of  the  country  are  linked 
together  by  modern  means  of  transportation,  indus¬ 
trialization  should  be  carried  out  as  fast  as  possible. 
The  present  war  has  made  us  realize  that  indus¬ 
trialization  is  indispensable  if  we  are  going  to  raise 
the  living  standards  of  our  people  and  increase  the 
strength  of  our  nation.  It  is  also  agreed  that,  after 
the  war,  the  interior  of  China,  which  is  well  en¬ 
dowed  with  natural  resources,  should  receive  more 
attention  in  the  matter  of  locating  industries,  and 
the  pre-war  policy — or  lack  of  policy — of  concen¬ 
trating  industries  along  the  coast  should  be  cor¬ 
rected.  Our  pre-war  interest  in  developing  light 
industries  to  the  neglect  of  heavy  industries  must 
also  be  radically  changed.  Heavy  industries  will  re¬ 
ceive  more  attention,  at  least  from  the  government. 
On  all  these  points,  the  general  public  is  more  or 
less  in  agreement.  But  there  are  a  few  issues  which 
are  not  yet  settled  to  the  satisfaction  of  all. 

GOVERNMENT  and  INDUSTRIALIZATION 

First  of  all,  people  do  not  agree  as  to  the  proper 
role  of  government  in  industrial  development.  How 
far  should  the  government  enter  the  field  of  indus¬ 
try.^  Under  the  mining  laws,  oil  fields  and  iron 
mines  are  to  be  operated  by  the  government.  Rail¬ 
ways  have  always  been  owned  by  the  government. 
With  regard  to  public  utilitie.s,  there  are  many  pri¬ 
vate  corporations  which  try  to  serve  the  public  but, 
since  the  war,  the  government  has  entered  that 
sphere,  and  many  power  plants  in  different  cities  are 
government-owned.  In  the  field  of  heavy  industries 
such  as  iron  and  steel,  copper  refining,  machinery, 
chemicals,  petroleum  refining,  and  the  mining  of 
special  metals  such  as  tungsten,  antimony  and  tin, 
the  government  is  pl.aying  a  more  and  more  impor¬ 
tant  part.  With  the  exception  of  petroleum  refining, 
however,  there  is  no  field  in  which  the  government 
has  a  monopoly.  Even  in  the  iron  and  steel  indus¬ 
try,  private  blast  furnaces  and  Bessemer  converters 
operate  side  by  side  with  the  government  works 
near  Chungking.  The  government  has  so  far  re¬ 
frained  from  entering  the  light  industries,  such  as 
spinning,  weaving  and  flour  milling. 

While  many  proposals  have  been  made  to  divide 
the  spheres  of  influence  between  government  and 
private  enterprise,  a  small  group  of  writers  favor 
the  idea  of  making  no  demarcation  between  them. 
According  to  this  group,  the  immediate  problem  is 
to  develop  the  most  important  industries  first.  The 
government,  according  to  them,  should  formulate 
a  plan  of  industrialization  and  make  it  known  to 
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the  public.  Then  the  government  and  private  in¬ 
dividuals  should  cooperate  to  realize  this  plan.  All 
enterprises  should  be  under  the  supervision  and 
direction  of  the  government  so  that  the  whole  coun¬ 
try  may  work  as  a  team.  It  is  most  likely  that 
China  will  develop  a  sort  of  mixed  economy  which 
would  be  a  compromise  between  the  Soviet  pattern 
on  the  one  hand,  and  the  American  or  English 
pattern  on  the  other.  The  Chinese  public,  however, 
is  definitely  opposed  to  the  concentration  of  wealth 
in  private  hands.  Dr.  Sun  Yat-sen  suggested  the 
progressive  income  and  inheritance  tax  to  correct 
the  evils  of  unequal  distribution,  and  there  is  no 
doubt  that  his  teaching  in  this  regard  will  be  fol¬ 
lowed  by  the  present  government. 

“GUNS  OR  BUTTER.?” 

Whether  China  should,  after  the  war,  develop 
its  industries  with  more  emphasis  on  “guns  or 
butter”  has  been  hotly  debated.  Some  believe  that 
after  the  war  there  will  be  a  system  of  collective 
security  and  that  China  can  rely  on  international 
organization  for  its  national  safety.  Others  think 
that  China  may  hope  for  the  best,  but  should  be 
preparetl  for  the  worst.  That  is  to  say,  China 
should  be  fully  armed  against  future  eventualities. 
According  to  the  first  group,  our  time  and  energy 
should  be  devoted  to  those  industries  which  pro¬ 
mote  human  welfare.  According  to  the  second, 
China  should  develop  industries  indispensable  for 
self-defense.  In  other  words,  it  is  again  a  choice  be¬ 
tween  the  Soviet  and  the  American  pattern.  For  it 
is  evident  that  the  different  five-year  plans  of  Soviet 
Russia  were  aimed  at  national  defense,  while  the 
industrial  system  of  the  United  States  before  the 
war  was  designed  to  satisfy  peacetime  needs. 

One  thing  is  certain:  the  road  China  will  follow 
depends  mainly  on  the  development  of  interna¬ 
tional  relations  after  the  war.  If  enduring  peace  is 
really  in  sight,  the  Chinese  will  pay  more  attention 
to  human  welfare  industries;  if  not,  the  weight  will 
be  put  on  the  side  of  defense  industries.  No  matter 
what  happens,  China  will  not  entirely  neglect  de¬ 
fense  industries  because,  in  a  system  of  collective 
security,  China,  being  the  most  important  country 
in  the  Far  East,  will  be  called  on  to  play  a  dom¬ 
inant  role.  That  role  cannot  be  played  to  the  satis¬ 
faction  of  other  nations  if  China  is  impotent  in  a 
military  sense. 

USE  OF  FOREIGN  CAPITAL 

A  third  problem  which  has  aroused  a  great  deal 
of  discussion  is  whether  we  should  use  foreign  cap¬ 
ital  in  the  development  of  industry.  Some  people 
seem  to  think  that  foreign  capital,  no  matter  how 
desirable,  will  not  be  interested  in  the  Chinese 


market.  They  point  to  the  experience  of  the  last 
twenty  years  as  evidence.  For  example,  the  United 
States  during  the  past  few  decades  has  invested  in 
foreign  countries  about  lo  billion  dollars,  but  the 
Chinese  market  received  less  than  one  per  cent 
of  that  sum.  On  the  assumption  that  foreign  coun¬ 
tries  will  not  come  to  our  help,  this  group  pro¬ 
poses  that  the  Chinese  follow  the  example  of  the 
Soviet  Union  by  creating  their  own  capital. 

Another  group  of  writers,  however,  prove  by 
statistics  that  the  process  of  accumulating  capital 
in  China  has  been  very  slow.  If  we  should  rely  on 
our  own  resources  alone,  the  work  of  industrializa¬ 
tion  would  be  greatly  retarded.  Therefore,  negotia¬ 
tions  should  be  started  with  foreign  countries  with 
a  view  to  attracting  investments  to  China.  More¬ 
over,  the  two  big  creditor  countries,  the  United 
States  and  Britain,  are  our  allies  in  the  present  war, 
so  the  prospect  of  their  helping  us  with  our  plans 
for  industrialization  is  brighter  now  than  in  the 
past.  An  industrialized  China  means  higher  pur¬ 
chasing  power  on  the  part  of  the  Chinese.  If  the 
Chinese  could  buy  foreign  goods  in  much  larger 
quantities,  the  salutary  effect  on  the  world  market 
would  be  tremendous.  Therefore,  to  lend  money  to 
China  for  the  purpose  of  developing  its  natural 
resources  is  beneficial  to  the  creditor  countries  as 
well.  As  Dr.  Sun  Yat-sen  was  the  first  one  who 
advocated  the  use  of  foreign  capital  in  the  develop¬ 
ment  of  China,  it  is  very  likely  that  the  present 
government  will  spare  no  effort  to  interest  foreign 
countries  in  cooperating  with  us  in  carrying  out 
our  program  of  industrialization. 

POPULATION  PROSPECTS 

Finally,  a  word  may  be  said  about  the  Chinese 
view  with  regard  to  population.  There  is  no  field 
in  which  opinions  differ  so  conspicuously.  The 
traditional  view  in  China  is  in  favor  of  a  large 
family  and  therefore  a  large  population.  Whenever 
a  proposal  is  made  to  keep  the  population  station¬ 
ary,  or  to  bring  about  a  decrease  in  order  to  effect 
a  better  land-population  ratio,  protests  are  heard 
everywhere.  It  is  argued  that  the  density  of  China 
is  not  so  high  as  that  of  England  or  Japan.  With 
better  methods  of  farming  and  with  industrializa¬ 
tion,  China  should  be  able  to  maintain  a  larger 
population.  On  the  other  hand,  all  Chinese  sociol¬ 
ogists  are  in  favor  of  birth  control  as  a  means  of 
arresting  population  growth.  They  point  out  that 
industrialization  and  public  health  movements  will 
cut  down  appreciably  both  the  general  death  rate 
and  the  infant  mortality  rate.  If  nothing  is  done  to 
adjust  the  birth  rate  to  the  new  situation,  the  na¬ 
tural  increase  will  inevitably  be  greater  than  in  the 
past,  and  what  we  gain  by  increased  prcnluctivity 


2i8 


WHAT  THE  CHINESE  THINK  ABOUT  POST-WAR  RECONSTRUCTION 


will  be  eaten  up  by  increased  population.  Conse¬ 
quently,  if  we  want  to  raise  living  standards,  meas¬ 
ures  must  be  taken  to  cut  down  the  birth  rate.  So 
far,  little  progress  appears  to  have  been  made  in 
the  fight  for  birth  control.  However,  with  the 
extension  of  education,  the  postponement  of  mar¬ 
riage,  the  growth  of  ambition  on  the  part  of  the 


the  masses,  and  the  emancipation  of  women  who 
put  as  much  emphasis  on  careers  as  on  children,  a 
decline  in  the  birth  rate  similar  to  that  which  has 
occurred  in  many  Western  countries  may  be  ex¬ 
pected.  The  problem  of  population  in  China  may 
therefore  solve  itself  in  the  long  run  without  too 
much  intervention  by  the  government. 


CHINA  IN  WORLD  ECONOMY 

BY  DR.  CHOH-MING  LI,  Professor  of  Economics  in  the  Institute  of  Economics  of  Nanl^ai  Uni- 
vcrsity,  Chungking;  contributor  to  the  Quarterlv  Journal  of  Economics  {Harvard)  and  the  Review 
OF  Economic  Studies  ( London ). 


THE  international  economic  policy  China  will 
adopt  after  the  war  will  probably  prove  the  most 
crucial  part  of  its  post-war  program.  Whatever  it 
may  turn  out  to  be,  other  economic  policies,  such 
as  those  relating  to  industry  and  agriculture,  must 
be  made  consistent  with  it,  and  the  whole  economy 
of  the  country  will  also  have  to  be  adjusted  accord¬ 
ingly.  In  fact,  its  ramifications  may  even  be  such 
as  to  determine  the  trend  of  China’s  political  devel¬ 
opment  and,  ultimately,  the  form  of  its  govern¬ 
ment. 

After  a  long  debate  concerning  the  part  to  be 
played  by  agriculture  in  the  national  economy, 
unanimity  of  opinion  has  been  reached  among  the 
Chinese  as  to  the  basic  policy  of  post-war  China — 
namely,  industrialization.  It  is  realized  that  only  by 
industrializing  the  country  will  the  living  standard 
of  the  people  be  appreciably  raised  and  the  eco¬ 
nomic  strength  of  the  nation  rapidly  developed. 
From  the  international  point  of  view,  the  indus¬ 
trialization  of  China  will  provide  the  world  not 
only  with  a  much-needed  outlet  for  surplus  capital, 
but  also  with  an  expanding  market  for  consumers’ 
as  well  as  producers’  goods.  Above  all,  only  a  strong 
China  based  on  industrial  power  can  help  to  main¬ 
tain  peace  and  stabilize  international  relations  in 
the  Far  East. 

But  industrialization  requires  huge  amounts  of 
capital,  which  must  come  either  from  foreign  bor¬ 
rowing  or  reduction  of  consumption  at  home. 
There  is  little  ground  for  the  hope  that,  without 
rigid  control  of  imports  and  a  concomitant  pre¬ 
cipitous  drop  in  home  consumption,  a  surplus 
could  be  obtained  from  China’s  balance  of  inter¬ 


national  payments.  This  balance  for  decades  con¬ 
sisted  mainly  of  immigrant  remittances  and  foreign 
investments  to  match  the  mounting  excess  of  im¬ 
ports  over  exports  so  characteristic  of  China’s  for¬ 
eign  trade.  Indeed,  the  item  of  immigrant  remit¬ 
tances  was  so  large  that  at  least  one  authority  be¬ 
lieves  that,  on  the  whole,  China  might  not  have 
been  a  debtor  country  after  all.  However  that 
might  be,  the  fact  that  the  chief  source  of  those  re¬ 
mittances —  Chinese  trade  in  the  South  Seas  — 
has  been  severely  disrupted  and  practically  de¬ 
stroyed  by  Japan  and  will  take  many  years  to  re¬ 
cover  justifies  a  cautious  view  of  China’s  interna¬ 
tional  balance.  Since  increased  production  at  home 
cannot  precede  new  investments  of  capital,  either 
imports  will  have  to  be  drastically  curtailed,  or  re¬ 
course  must  be  made  to  foreign  borrowing. 

NEED  FOR  LIBERAL  TRADE  POLICY 

It  is,  therefore,  natural  for  the  Chinese  to  take 
the  view  that  the  cardinal  principle  of  China’s  post¬ 
war  international  relations  must  be  the  mainte¬ 
nance  through  international  cooperation  of  durable 
world  peace  and  a  stable  and  expanding  world 
economy  so  that  the  work  of  reconstruction  at  home 
may  be  smoothly  and  swiftly  carried  through.  In¬ 
ternational  trade  is  thus  regarded  by  the  Chinese 
as  a  means  of  attaining  the  end  of  industrialization. 
During  the  reconstruction  period,  imports  will  of 
necessity  expand  and  continue  to  exceed  exports, 
with  the  balance  to  be  paid  by  means  of  foreign 
borrowing  and  investments.  As  the  resources  of 
the  country  are  developed  and  production  is  stepped 
up,  a  surplus  will  be  available  in  due  time  for  the 
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payment  of  interest  and  repayment  of  principal  on 
foreign  loans.  Under  these  circumstances,  China’s 
commercial  policy  must  take  as  its  objective  the 
encouragement  of  foreign  investments  and  facility 
of  debt  liquidation.  Since  international  capital 
transfer  requires  elimination  of  both  excessive  trade 
barriers  and  discriminatory  trade  practices,  a  liberal 
trade  policy  will  be  the  natural  course  for  China  to 
follow,  on  the  one  hand,  and  to  urge  other  countries 
to  take,  on  the  other. 

The  import  of  foreign  capital  into  China  imme¬ 
diately  poses  a  fundamental  problem  of  internal 
policy.  It  may  be  foreseen  that,  at  least  for  many 
years  to  come,  reconstruction  loans  will  have  to  be 
arranged  between  governments,  either  directly  or 
through  international  machinery,  and  that  in  the 
case  of  private  investments  the  investors  would  in 
all  likelihood  prefer  to  obtain  from  their  govern¬ 
ments  a  guarantee  of  their  stakes  abroad.  This  new 
form  of  foreign  lending  obviously  implies  some  sort 
of  responsibility  over  all  imported  capital  on  the 
part  of  the  Chinese  government.  Thus  China’s  in¬ 
ternal  policies  must  be  so  formulated  as  not  only  to 
foster  foreign  investments,  but  also  to  place  the 
government  in  a  new  relation  to  the  national  econ¬ 
omy.  A  set  of  principles  governing  the  direction 
of  industrial  development  must  be  laid  down  so 
that  imported  capital  will  he  put  to  profitable  and 
productive  use  in  line  with  an  effective  and  eco¬ 
nomic  utilization  of  the  country’s  natural  re¬ 
sources.  While  certain  industries  may  have  to  be 
government-operated  because  of  their  strategic  or 
monopolistic  significance,  ample  ground  must  be 
left— unless  private  capital  is  not  welcome  at  all — 
for  the  development  of  private  initiative  and  enter¬ 
prise.  In  sum,  foreign  trade,  as  the  channel  through 
which  foreign  capital  flows,  will  become  the  active 
and  accelerating  force  of  China’s  industrialization, 

1  and  its  influence  will  be  so  permeating  as  to  war- 
I  rant  Dr.  Sun  Yat-sen’s  use  of  the  phrase,  “the  inter- 
1  national  development  of  China.” 

I  RESTRICTION  OR  EXPANSION? 

Whether  China  will  have  to  tighten  its  belt  in 
order  to  build  up  capital  for  reconstruction  depends 
j  on  the  amount  of  foreign  capital  at  its  disposal. 
One  thing  is  certain:  it  will  not  adopt  restrictive 
measures  of  its  own  will.  The  living  standard  of  the 
masses  is  already  so  meager  that  any  further  cur¬ 
tailment  of  consumption  will  necessarily  bring  in 
its  train  deprivation  and  misery.  Moreover,  such  a 
policy  would  require  rigid  government  control  of 
all  economic  activities  in  the  country.  Production 
of  consumers’  goods  would  have  to  be  reduced  to  a 
minimum  by  governmental  direction  so  as  to  set 
aside  a  maximum  amount  of  human  effort  and 


natural  resources  for  the  production  of  capital 
goods.  The  type  and  quantity  of  goods  produced, 
distributed  and  consumed  would  therefore  be  de¬ 
termined  entirely  according  to  an  official  blueprint. 
The  importance  of  foreign  trade  as  a  pivotal  factor 
would  be  obliterated.  Imports  must  be  balanced  by 
exports,  plus  whatever  amount  of  foreign  credit 
there  is.  Nothing  short  of  economic  autarchy  would 
have  any  hope  of  success  in  realizing  the  object  of 
large  capital  formation  and  accumulation  through 
internal  efforts. 

These  consequences  are  well  recognized  by 
Chinese  industrialists,  financiers,  businessmen  and 
intellectuals.  They  all  know  that  such  a  process  of 
capital  formation  is  very  painful  and  that,  with  the 
same  amount  of  human  effort,  reconstruction  will 
doubtless  take  much  longer  than  if  it  is  done  with 
the  assistance  of  foreign  capital.  But  they  also  agree 
that  if  efforts  to  obtain  foreign  capital  on  acceptable 
terms  fail  to  produce  fruitful  results,  as  was  the 
case  in  Russia  in  the  years  immediately  after  World 
War  I,  the  Chinese — averse  though  they  are  to  over¬ 
all  regimentation — will  have  to  and  indeed  will 
not  hesitate  to  accept  it  as  a  last  resort.  The  fact 
that  millions  of  human  lives  have  been  sacrificed 
during  this  war  furnishes  firm  ground  for  the  ex¬ 
pectation  that,  if  and  when  necessary,  the  Chinese 
people  would  be  willing  to  undergo  another  periotl 
of  privation  in  order  to  fulfill  the  purpose  of  the 
war — that  is,  the  creation  of  an  independent  na¬ 
tion.  In  one  way  or  another,  the  program  of  indus¬ 
trialization  must  be  accomplished. 

ACCEPTABLE  TERMS  OF 
FOREIGN  INVESTMENTS 

Thus,  discussion  of  China’s  post-war  interna¬ 
tional  economic  relations  has  revolved  around  the 
matter  of  capital.  The  inescapable  conclusion  which 
emerges  is  that,  for  post-war  reconstruction,  heavy 
import  of  foreign  capital  is  distinctly  preferable  to 
the  painful  process  of  building  up  domestic  capital 
through  reduction  of  the  prevailing  level  of  con¬ 
sumption.  To  this  conclusion,  however,  the  Chinese 
do  not  forget  to  add  an  imjxirtant  qualification. 
The  long  history  of  foreign  investments  in  China 
presents  a  lively  picture  of  the  struggle  for  special 
political  privileges  and  advantages.  Some  ambitious 
powers,  like  Japan  and  Tsarist  Russia,  which  were 
themselves  debtor  countries,  even  went  to  the 
length  of  borrowing  heavily  from  Western  states  in 
order  to  invest  in  China  for  purely  political  reasons. 
T  he  disintegrating  effect  of  this  practice  on  China’s 
development  as  an  independent  nation  can  hardly 
be  overestimated.  Past  experience  has  made  such 
a  deep  imprint  that  many  Chinese  still  regard  im¬ 
ports  of  foreign  capital  with  suspicion.  Only  in  the 
light  of  this  historical  and  psychological  back- 
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ground  can  one  understand,  for  example,  the  regu¬ 
lation  effective  from  the  early  1930’s  until  recently 
that,  in  any  joint  Chinese-foreign  enterprise,  foreign 
capital  was  not  to  exceed  49  per  cent  of  the  total, 
and  both  the  chairman  of  the  board  of  directors  and 
the  general  manager  were  to  be  of  Chinese  nation¬ 
ality.  The  recent  abolition  of  extraterritorial  rights 
by  the  United  States  and  Britain,  of  course,  goes  a 
long  way  toward  eradicating  such  suspicions.  Nev¬ 
ertheless,  the  lesson  has  been  learned.  Important 
and  desirable  as  foreign  borrowing  is  for  its  pro¬ 
gram  of  industrialization,  China  will  not  seek  it 
at  any  cost.  Foreign  loans  will  be  accepted  only 
if  they  are  made  on  reasonable  and  mutually  ad¬ 
vantageous  terms. 

Discussion  of  the  terms  China  desires  with  regard 
to  foreign  borrowing  would  take  us  too  far  afield. 
But  it  may  be  noted  that  the  Chinese  are  unani¬ 
mous  on  some  of  the  fundamental  principles  to 
which  these  terms  must  conform.  In  the  first  place, 
all  post-war  foreign  investments  in  the  country  must 
be  purged  of  “imperialistic”  motives.  Foreign  lend¬ 
ing  as  a  means  of  economic  or  political  exploitation 
will  no  longer  find  any  place  in  China — or,  for  that 
matter,  let  us  hope,  anywhere  else  in  the  world. 
Second,  all  foreign  capital  in  China  must  be  subject 
to  Chinese  laws  and  jurisdiction.  There  will,  of 
course,  be  no  discrimination  among  foreign  invest¬ 
ors.  And  in  the  new  treaties  on  extraterritoriality 
signed  with  the  United  States  and  Britain  on  Janu¬ 
ary  II,  1943,  the  Chinese  government  has  promised 
foreign  nationals  and  enterprises  the  same  treat¬ 
ment  as  the  Chinese  in  regard  to  the  important 
matter  of  taxation.  Finally,  foreign  investments 
must  not  be  taken  at  any  time  as  a  pretext  for  en¬ 
croachment  or  infringement  by  other  nations  on 
China’s  sovereign  rights.  Should  a  clash  occur  be¬ 
tween  its  sovereign  rights  and  the  rights  of  foreign 
investors,  whether  private  or  governmental,  the 
former  must  be  given  precedence  in  accordance 
with  international  law  and  justice.  All  these  prin¬ 
ciples,  it  will  be  readily  observed,  have  long  been 
recognized  and  practiced  by  the  Western  powers 
among  themselves. 


trialization  has  gone  a  certain  distance?  Would 
foreign  investments  ultimately  result  in  building  up 
a  potent  “imperialistic”  China?  Questions  of  this 
sort  have  come  to  the  Chinese  as  a  complete  sur¬ 
prise.  Nothing  could  be  more  remote  from  their 
way  of  thinking.  Reconstruction  in  such  a  vast  and 
undeveloped  country  as  China  calls  for  continuous 
development,  on  which  the  entire  effort  of  the  na¬ 
tion  will  have  to  be  concentrated.  The  questions 
raised  abroad  are  regarded  by  the  Chinese  as  fall¬ 
ing  into  that  famous  category  of  speculations  about 
“the  long  run”  in  which,  to  borrow  a  phrase  attrib¬ 
uted  to  Lord  Keynes,  we  are  all  dead. 

As  a  matter  of  fact,  the  political  goal  of  China’s 
reconstruction  program  is  simple:  it  is  to  build  up 
a  nation  strong  enough  to  defend  itself,  and  to 
eliminate  any  possible  temptation  felt  by  other 
countries  to  take  undue  advantage  of  China.  Pre¬ 
cisely  in  this  sense  is  a  strong  China  indispensable 
to  the  maintenance  of  world  peace  in  general  and 
to  the  stabilization  of  Far  Eastern  international  re¬ 
lations  in  particular.  It  is,  therefore,  in  the  interest 
of  world  peace  that  assistance  be  given  to  China  for 
its  industrial  development.  Foreign  skepticism  is 
probably  due  either  to  misunderstanding  of  the 
serious  concern  felt  by  the  Chinese  about  ways  and 
means  of  safeguarding  the  country  against  repeti¬ 
tion  of  its  past  bitter  experience  in  international  ' 
economic  relations,  or  to  the  inability  of  some 
people  to  think  of  China  in  terms  of  its  newly  won 
equality. 

PUBLIC  OPINION  AND  OFFICIAL  POLICY 

To  recapitulate:  there  is  a  consensus  in  China  ' 
that,  for  the  sake  of  carrying  out  its  vital  program 
of  reconstruction — let  alone  other  political  and  in-  I 
ternational  considerations — it  is  in  its  interest  to  | 
support  international  cooperation  wholeheartedly.  | 
Particularly,  China  will  welcome  foreign  invest-  | 
ment  and  borrowing  in  the  form  of  capital  goods  I 
and  technical  skill,  provided  only  that  the  terms  | 
are  not  detrimental  to  its  national  interests.  Such  1 
international  cooperation  will  expedite  full  realiza-  « 
tion  of  its  democratic  ideals.  But  in  case  access  to  1 
foreign  capital  is  denied  China,  it  will  have  no  [ 
other  choice  than  to  build  up  capital  within  its  do-  I 
mestic  economy — a  development  which  would  of  I 
necessity  lead  to  some  form  of  autarchy.  On  the 
ground  of  world  prosperity  and  world  security, 
however,  China  has  good  cause  to  expect  that  such 
an  exigency  need  not  arise  at  all. 

It  is  gratifying  to  see  that  this  widely  held  opin¬ 
ion  has  been  embodied  in  the  momentous  resolu¬ 
tions  adopted  by  the  Central  Executive  Committee 
of  the  Kuomintang  on  September  it,  194^.  Chinas 
reconstruction  program,  it  was  there  said,  has  as  its 


FOREIGN  QUERIES  ABOUT  CHINA 

In  discussions  about  the  terms  of  foreign  loans, 
Chine.se  attention  has  recently  been  called  to  a  dif¬ 
ferent  tyjie  of  problem.  That  is  the  skepticism  occa¬ 
sionally  expressed  in  some  foreign  quarters  regard¬ 
ing  the  ultimate  intentions  of  the  Chinese  once  the 
reconstruction  program  has  been  completed.  Do 
the  Chinese  accept  and  welcome  foreign  invest¬ 
ments  only  as  a  matter  of  expediency  and  conveni¬ 
ence?  Would  the  spirit  of  nationalism  flare  up,  and 
drive  out  all  foreign  investments  as  soon  as  indus- 
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political  objective  the  early  establishment  of  consti¬ 
tutional  government;  as  its  economic  objective, 
national  self-exertion  and  international  collabora¬ 
tion  for  the  realization  of  Dr.  Sun  Yat-sen’s  indus¬ 
trial  program.  That  both  of  these  objectives — con¬ 
stitutionalism  and  international  collaboration — arc 
closely  interwoven  is  clear  from  the  preceding  dis¬ 
cussion.  Now  the  pattern  of  China’s  post-war  econ¬ 
omy  may  be  visualized.  The  government  will  adopt 
the  policy  of  emphasizing  simultaneous  develop¬ 
ment  of  state  and  private  industry  under  a  national 
plan  of  industrialization.  Only  those  industries 
whose  operation  cannot  be  entrusted  to  individuals, 
or  which  assume  the  nature  of  a  monopoly,  will  be 
state-operated.  Foreign  capital  and  technical  coop¬ 
eration  will  be  welcome.  And,  “to  show  a  spirit  of 
close  cooperation  with  China’s  friendly  powers,  all 
restrictions  applying  to  Chinese-foreign  joint  enter¬ 
prises  shall  be  revised.  Hereafter,  no  fixed  restric¬ 
tion  shall  be  placed  on  the  ratio  of  foreign  capital 
investment  in  joint  enterprises.  In  the  organization 
of  Chinese-foreign  enterprises,  except  for  the  chair¬ 
man  of  the  board  of  directors,  the  general  manager 
need  not  necessarily  he  a  Chinese  .  .  .  aliens,  in  ac¬ 
cordance  with  the  provisions  of  Chinese  law  and 
regulations,  and  having  received  the  sanction  of 
the  Chinese  Government,  may  finance  their  own 
enterprises  in  China.  Negotiations  for  foreign  loans 
for  state  enterprises  shall  he  centralized.  Private  in¬ 
dividuals  may  negotiate  foreign  loans  for  their  en¬ 
terprises  and  such  loan  agreements  shall  become 
effective  following  the  approval  of  the  Govern¬ 
ment.”*  Thus  prolonged  discussion  of  China’s  post¬ 
war  international  economic  relations  has  finally 
matured  into  a  definite  formulation  of  policy. 

FEW  BARS  TO  TRADE 

Aside  from  the  broad  governing  considerations 
of  China’s  post-war  international  economic  rela¬ 
tions  set  forth  above,  certain  specific  problems  of 
trade  deserve  brief  notice.  China,  among  other  na¬ 
tions,  has  subscribed  to  the  principle  of  “the  enjoy¬ 
ment  by  all  states  of  access  on  equal  terms  to  the 
trade  and  to  the  raw  materials  of  the  world,”^  and, 
more  specifically,  to  the  principle  of  “elimination  of 
all  forms  of  discriminatory  treatment  in  interna¬ 
tional  commerce,  and  reduction  of  tariffs  and  other 
trade  barriers.”^  The  preceding  discussion  has  made 
it  clear  that  to  put  these  principles  into  effect  is  in 
accordance  with  China’s  national  interest. 

Unlike  many  other  countries  which  have  entered 
into  the  same  commitment,  China  will  face  no 

>•  Voice  of  China  (New  York,  ChincNC  News  Service,  mimeo- 
Rraphrd),  September  15,  1943,  P*  4- 
2.  Ail.intic  {'li.irtrr.  Article  IV. 

3-  Ltnd-I  xasc  Agreement,  Article  VII. 


formidable  difficulty  in  implementing  these  princi¬ 
ples.  Before  the  war  there  were  hardly  any  trade 
barriers  in  the  country  other  than  a  mild  import 
and  export  tariff  and  a  few  barter  agreements. 
These  latter,  prompted  by  the  anticipated  Japanese 
invasion,  were  concluded  with  the  sole  purpose  of 
obtaining  munitions,  and  made  it  necessary  for  the 
government  to  centralize  the  export  of  a  few 
mineral  ores.  State  monopoly  of  the  tung  oil  export 
trade  was  instituted  in  1936  with  the  same  purpose 
in  view.  When  war  broke  out  in  July  1937  trade 
and  exchange  were,  on  the  whole,  left  unregulated 
and  remained  so  until  the  Japanese  openly  threat¬ 
ened  to  exhaust  Chinese  foreign  exchange  reserves 
by  establishing  the  Federal  Reserve  Bank  of  North 
China.  Since  then,  all  exchange  dealings  have  been 
centralized,  and  state  monopoly  has  been  extended 
to  cover,  at  one  time  or  another,  tea,  silk  and  bris¬ 
tles,  as  well  as  mineral  ores  and  tung  oil.  To  con¬ 
serve  foreign  exchange,  a  long  list  of  “unnecessary” 
commodities  is  debarred  from  importation  without 
government  license. 

NEED  FOR  A  PROTECTIVE  TARIFF 

These  are  the  only  artificial  trade  barriers  in 
China  at  the  present  time.  Tariff  aside,  they  are  all 
war  measures  which,  given  a  period  of  adjustment 
after  the  war,  might  be  abandoned  without  diffi¬ 
culty.  Concern  over  the  heavily  passive  balance  of 
trade  has,  indeed,  evoked  extensive  discussion  in 
the  country  as  to  the  advisability  of  giving  up  trade 
control  in  due  time  and  making  foreign  trade  a 
state  enterprise.  The  argument  is  justified  by  the 
necessity  of  regulating  the  charaeter  of  imports  so 
as  to  confine  them  to  the  types  of  goods  most 
needed  for  reconstruction.  An  examination  of  the 
composition  of  China’s  imports  reveals,  however, 
that  what  might  be  regarded  as  “luxuries”  actually 
constitute  a  very  insignificant  percentage  of  the 
total.  The  issue,  therefore,  reduees  itself  to  the 
availability  of  foreign  capital  with  which  to  pay  for 
the  excess  of  imports  over  exports.  When  it  is  re¬ 
membered  that  foreign  borrowings  have  to  be 
approved  by  the  government,  regulation  of  imports 
by  means  of  state  monopoly  is  obviously  unneces¬ 
sary. 

This  does  not  mean  that,  in  an  undeveloped  and 
capital-starved  country  like  China,  imports  should 
be  entirely  free  from  governmental  intervention  in 
the  interest  of  national  economic  development.  One 
form  of  import  regulation  and  planning  that  has 
commanded  the  unanimous  support  of  the  Chinese 
is  the  protective  tariff.  China,  after  maintaining  a 
nominal  tariff  schedule  of  5  per  cent  for  more  than 
eighty  years,  finally  achieved  tariff  autonomy  in 
1929.  But  the  new  tariff  proclaimed  that  year  was 
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actually  based  on  the  agreement  reached  with  the 
treaty  powers  in  1926,  aiming  chiefly  at  making  the 
conventional  rate  of  5  per  cent  effective.  Although 
more  freedom  was  exercised  in  fixing  rates  as  the 
years  went  by,  the  last  pre-war  schedule,  which 
remains  effective  to  this  date,  had  to  be  revised  to 
meet  Japanese  demands.  Thus,  as  it  now  stands, 
Chinese  tariff  rates  are  mild  in  comparison  with 
the  highly  protective  rates  in  other  countries. 

To  be  sure,  the  Chinese  do  not  claim  an  over-all 
protective  tariff.  With  available  natural  resources 
and  manpower,  there  will  doubtless  be  developed 
in  China  a  number  of  industries  capable  of  existing 
without  the  artificial  support  of  tariffs.  Only  in  the 
incipient  stage  of  their  development  is  a  certain 
amount  of  protection  necessary.  The  industries  in 
urgent  need  of  protection  will  be  what  are  gen¬ 
erally  called  the  “light  industries,”  such  as  textiles, 
flour,  matches,  etc.  These  were  precisely  the  fields 
in  which  the  Japanese  offered  the  most  formidable 
competition  before  the  war.  Hence  an  upward-re¬ 
vised  tariff  in  China  will  not  come  into  direct  con¬ 
flict  with  the  interests  of  highly  industrialized  coun¬ 
tries  in  the  West,  whose  exports  of  machinery  and 
industrial  equipment  will  certainly  long  be  needed 
by  the  Chinese. 

With  Japan  at  close  range,  the  need  for  a  pro¬ 
tective  tariff  in  China’s  reconstruction  program  is 
obvious.  Considering  the  contribution  an  industrial¬ 
ized  China  will  make  to  world  prosperity  and 
world  security,  it  may  be  safely  assumed  that  tariff 
protection  for  |X)st-war  China  is  really  not  contrary 
to,  but  in  line  with,  the  spirit  of  the  Atlantic  Char¬ 
ter  and  the  relevant  provision  of  the  lend-lease 
agreement  with  the  United  States. 

PROMOTION  OF  EXPORTS 

So  far  as  export  trade  is  concerned,  the  main 
[iroblem  is  that  of  its  promotion.  Upward  of  80 
per  cent  of  pre-war  trade  was  handled  by  foreign 
firms  in  China,  all  of  which  were  located  in  coastal 
ports  now  occupied  by  the  enemy.  Whether  they 
will  be  able  or  willing  to  reestablish  themselves 
after  the  war  is  not  certain  and,  for  those  who  want 
to  do  so,  it  would  probably  take  some  time.  The 
revival  of  {X)st-war  exports  is  therefore  a  pressing 
problem  which  the  Chinese  themselves  must  solve. 

Hut  there  is  another  important  aspect  to  the 
Cliinese  export  problem.  Before  the  war,  foreign 
trading  firms  were,  naturally  and  rightly,  much 
more  interested  in  selling  their  own  wares  to  four 
hundred  million  customers  than  in  expanding  for¬ 
eign  markets  for  Chinese  products.  It  is  true  that, 
in  most  cases,  they  were  the  first  to  introduce 
('hinese  products  to  the  West,  many  of  which 
gradually  loomed  large  in  China’s  export  trade. 


But  in  almost  every  case,  no  sooner  did  production 
in  other  countries  begin  to  compete  with  that  of 
China  than  the  Chinese  product  receded  rapidly 
from  the  world  market  without  much  of  a  strug¬ 
gle.  The  reason  is  not  far  to  seek.  To  subsist  in  the 
highly  competitive  world  market  requires  utmost 
effort  and  careful  planning  on  the  part  of  the 
exporter,  and  also  close  cooperation  with  the  pro¬ 
ducers  at  home.  Yet  the  Chinese  did  not  pay  much 
attention  to  this  matter,  while  foreign  firms 
handling  the  bulk  of  the  trade  properly  considered 
it  beyond  their  concern.  This  goes  far  to  explain 
why,  in  the  last  hundred  years,  China’s  exports 
were  lopsided,  with  only  a  few  products,  each  of 
which  enjoyed  rather  vigorous  growth  when  first 
introduced  and  soon  predominated  over  other  ex¬ 
ports  in  importance,  only  to  pass  rapidly  into 
oblivion  in  the  face  of  growing  foreign  competi¬ 
tion.  The  story  of  Chinese  tea  and  silk  affords  a 
good  illustration  of  this  point. 

Continuance  of  such  a  situation  would  certainly 
jeopardize  China’s  national  interests,  especially 
when  it  is  a  debtor  country  and  expects  to  become 
more  so  after  the  war.  Payment  of  interest  and 
liquidation  of  debts  cannot  be  made  without  an 
export  market  for  Chinese  products.  While  recog¬ 
nizing  the  value  of  the  service  of  foreign  trading 
firms  and  thus  welcoming  their  continuance  in 
business,  the  Chinese  have  come  to  realize  that  it  is 
largely  up  to  them  to  revive  and  promote  export 
trade.  It  may  therefore  be  expected  that,  in  the 
post-war  years,  the  Chinese  government  will  adopt 
a  more  positive  policy  toward  the  encouragement 
of  exports.  In  fact,  since  overseas  commercial  ma¬ 
chinery  and  connections  cannot  be  established  in 
short  order,  it  devolves  on  existing  governmental 
trade  agencies  which  have  maintained  close  con¬ 
tact  with  foreign  markets  to  take  the  lead. 

PROBLEMS  OF  CURRENCY  STABILIZATION . 

Promotion  of  foreign  trade  as  well  as  foreign  in¬ 
vestment  depends  on  exchange  stability  and  freedom 
of  exchange  dealings.  Fulfillment  of  these  condi¬ 
tions,  however,  must  go  hand  in  hand  with  cur¬ 
rency  stabilization,  for  which  China,  with  its  metal¬ 
lic  and  exchange  reserves  heavily  drained  by  war, 
will  have  to  seek  foreign  assistance.  Of  course,  it  is 
well  understood  that  even  a  sizable  reserve  will 
not  keep  currency  stabilized  for  long  if  the  basic 
causes  of  disequilibrium  are  not  removed.  Of  all 
these  causes,  the  most  important  are  the  diificulties 
of  state  finance  resulting  from  the  loss  of  the  rich¬ 
est  areas  of  the  country  for  the  duration  of  the  war. 
In  whatever  way  the  currency  is  stabilized,  thc^ 
national  budget  must  be  brought  to  healthy  equilib¬ 
rium.  Great  efforts  arc  lieing  made  to  raise  rev- 
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enue  at  home,  and  discussion  has  already  centered 
on  ways  and  means  of  reforming  the  taxation  sys¬ 
tem.  Thus  far,  emphasis  is  placed  on  the  income 
tax,  which  has  been  growing  in  importance  since 
its  institution  in  1936.  It  is  hoped  that,  through 
income  taxation  on  a  progressive  scale,  not  only 
will  state  revenue  be  appreciably  increased,  but  the 
inflationary  tendencies  latent  in  any  period  of  in¬ 
tense  reconstruction  will  also  be  checked. 

But  in  view  of  the  post-war  needs  of  relief,  re¬ 
habilitation  and  reconstruction,  state  expenditures 
cannot  be  expected  to  be  lower  than  they  have  been 
during  the  war;  in  all  probability  they  will  be  much 
higher.  No  matter  how  great  an  effort  is  made 
to  increase  revenue  after  the  recovery  of  the 
“occupied”  areas,  the  national  budget  for  many 
years  to  come  will  have  to  be  balanced  by  borrow¬ 
ing.  It  has  been  suggested  that  the  state  budget 
should  be  divided  into  two  parts :  ordinary  expenses, 
and  reconstruction.  The  former,  covering  regular 
expenditures,  would  be  balanced  by  the  regular 
revenues  of  the  state,  whereas  the  latter,  devoted 
entirely  to  reconstruction  projects,  would  be  taken 
care  of  by  what  is  left  of  the  revenue  from  the 
ordinary  budget,  plus  domestic  borrowing  and  for¬ 
eign  reconstruction  loans.  By  this  means  Chinese 
currency  could  probably  be  restored  to  a  sound 
basis. 


Currency  stabilization  will  further  require  a 
banking  system  through  which  the  national  mone¬ 
tary  and  financial  policy  can  make  itself  felt  in  all 
the  financial  institutions  of  the  country.  The  pre¬ 
war  financial  set-up  hardly  warrants  the  name  of 
system.  Government  banks,  provincial  and  munici¬ 
pal  banks,  commercial  banks,  “native”  banks,  and 
foreign  banks  were  operated  with  a  high  degree 
of  independence  of  one  another,  and  there  was 
practically  no  banking  policy  to  speak  of.  The  war 
has  changed  the  situation  considerably.  Foreign 
banks  are  now  under  Chinese  jurisdiction.  The 
Central  Bank  of  China  has  obtained  the  right  of 
issue  and  the  control  of  foreign  exchange  from  the 
other  three  government  banks,  which  have  been 
assigned  activities  in  various  fields.  Yet  there  is  no 
central  reserve  bank,  and  the  relation  between 
government  banks  and  local  and  private  banks  has 
remained  extremely  loose.  Reorganization  of  the 
banking  structure  will  doubtless  be  in  the  direction 
of  setting  up  a  real  banking  system  with  either  a 
central  reserve  bank  as  the  directing  spirit,  or  an 
official  body  similar  to  the  Governing  Board  of  the 
Federal  Reserve  System  of  the  United  States  to 
act  in  the  national  interest.  A  strong  financial  struc¬ 
ture  will  go  far  to  speed  up  the  process  of  China’s 
industrialization. 


POST-WAR  FOREIGN  POLICY 

BY  PROFESSOR  YUAN  CHEN,  member  of  the  People's  Political  Council;  Professor  and  former 
Dean  of  the  College  of  Arts  in  Wuhan  National  University;  and  former  Professor  in  Pelting  National 
University. 


CHINA’S  ROLE  IN  ASIA 

THE  shape  of  the  future  world  will  be  determined 
by  the  pattern  of  the  peace  to  come.  This  will  be 
true  everywhere,  but  nowhere  truer  than  in  Asia. 
What  will  be  China’s  future  role  in  Asia.^  Will  it 
throw  its  whole  influence  on  the  side  of  world 
peace?  Or  will  it  continue  to  arm,  in  order  to  be 
better  prepared  for  another  Armageddon?  The  an¬ 
swer  will  hinge  on  the  outcome  of  the  war  and  the 
character  of  the  peace.  But  whatever  line  China  is 
to  follow,  its  future  course  will  have  far-reaching 
repercussions  in  Asia  and  throughout  the  world. 

To  reduce  the  matter  to  its  simplest  terms,  we 
can  perhaps  say  that  China’s  future  role  will  de¬ 


pend  on  the  peace  terms  imposed  on  Japan.  The 
Chinese  are  not  vindictive  by  nature.  Although 
they  have  suffered  unspeakable  hardships,  atroci¬ 
ties  and  terror  at  Japanese  hands,  what  they  wish 
is  not  revenge,  not  a  reign  of  terror  against  their 
aggressors — they  want  Japan  deprived  of  its  teeth 
and  claws  so  that  it  will  never  again  be  in  a  posi¬ 
tion  to  endanger  the  peace  of  neighboring  countries. 

Japan  must  be  completely  disarmed.  Its  navy  may 
be  largely  destroyed  before  the  end  of  this  war, 
but  it  is  also  possible  that  a  large  part  of  it  will 
remain  intact.  Whichever  happens  to  be  the  case, 
Japan  must  be  deprived  of  its  navy.  Its  naval  bases 
must  be  demolished.  Its  armament  factories — every 
factory  capable  of  making  the  instruments  of  war— 
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must  be  confiscated.  The  Japanese  military  clique 
must  be  uprooted.  Japan  must  no  longer  have  na¬ 
tional  military  service.  It  must  no  longer  have  a 
standing  army.  It  must  be  made  completely  innocu¬ 
ous,  not  only  for  the  next  ten  or  twenty  years,  but 
for  at  least  a  century. 

CHINESE  NOT  WAR-MINDED 

Once  Japan  has  been  rendered  harmless,  China 
will  no  longer  live  in  the  shadow  of  fear  and  can 
give  expression  to  its  traditional  love  of  peace  and 
civilization.  In  the  long  course  of  its  history,  China 
has  never  been  truly  imperialistic.  Although  the 
modern  Chinese  have  been  forced  through  foreign 
pressure  or  aggression  to  be  nationalist-minded, 
chauvinism  is  not  in  their  nature.  They  do  not 
love  war,  and  will  not  go  to  war  if  they  can  pos¬ 
sibly  avoid  it,  although  they  are  good  fighters  if 
compelled  to  fight  in  self-defense,  as  this  war — 
much  to  the  surprise  of  the  world  and  especially 
the  Japanese — has  proved.  In  their  attitude  toward 
war  the  Chinese  are  perhaps  not  so  very  different 
from  the  British  and  the  Americans. 

Because  of  this,  China  has  never  seen  eye  to  eye 
with  Japan  which,  since  its  emergence  as  a  world 
power,  has  never  ceased  to  preach  Pan-Asianism 
and  to  advocate  Asia  for  the  Asiatics — a  policy  that 
culminated  in  the  establishment  of  the  so-called 
“Greater  East  Asia  Co-Prosperity  Sphere.”  Japan 
tried  every  means  in  its  power  to  induce  China  to 
join  it  in  this  self-imposed  mission,  and  China  per¬ 
sistently  refused,  thus  incurring  the  hostility  of 
Japan.  That  China  did  not  become  Japan’s  accom¬ 
plice  in  its  grandiose  design  for  conquering  the 
world  may  be  partly  due  to  self-interest,  since  it 
had  no  desire  to  become  a  second  Korea  or  a  satel¬ 
lite  of  Japan,  whom  it  consistently,  although  not 
always  with  reason,  treated  with  contempt.  It  was 
due  mainly  to  the  fact  that  China  has  a  completely 
different  political  philosophy  from  that  of  Japan. 
It  has  no  desire  to  conquer  any  nation,  much  less 
the  world.  Its  own  expansion  has  been  the  result 
of  the  spread  of  civilization.  The  political  ideal  of 
the  Chinese  has  always  been  the  transformation  of 
the  world  into  one  family,  but  they  have  never 
wanted  either  China  or  any  other  country  to  become 
master  of  the  family. 

In  a  world  to  which  war  is  anathema,  China  will 
come  into  its  own.  Then,  whether  it  wishes  it  or 
not,  China  will  become  the  natural  leader  of  Asi¬ 
atic  nations — not  through  prowess  in  arms  but 
through  achievement  in  civilization.  It  will  not  im¬ 
pose  its  leadership  on  others,  but  will  lead  by  its 
moral  influence.  It  will  live  as  a  good  neighbor 
to  every  one,  not  least  its  erstwhile  enemy,  Japan. 


NO  VINDICTIVENESS  TOWARD  JAPAN  E  nOt 

The  Chinese  are  not  vindictive,  and  they  arcalscP®^^' 
very  realistic.  They  do  not  wish  to  destroy  Japair®"*' 
completely,  because  they  know  that  a  nation  ofl'''*'''- 
seventy-five  million  people  cannot  be  annihilated! 
They  do  not  want  to  bring  Japan  to  economic  ruinE'*^^ 
without  hope  of  recovery,  because  they  realize  thatiPf"^ 
a  near  neighbor  struggling  with  despair  and 
ruptcy  brings  no  goc^  to  any  one.  They  do  notr^'^^ 
wish  to  have  a  neighbor  who  lives  in  perpetual 


hatred  and  dreams  of  nothing  but  revenge.  A  Japa 


Russ 


with  its  fangs  drawn,  with  its  dream  of  mightt  P*-^ 
empire  shattered  along  with  its  ruling  militan 
clique — a  Japan  that  has  undergone  a  change  oi 
heart — should  be  left  to  live  in  peace  and  work  out 
its  destiny.  In  time  it  may  again  become  a  member, 
and  a  very  useful  member,  of  the  society  of  nations 


China’s  future  relations  with  other  nations  in 
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Asia  will  also  depend  on  the  outcome  of  this  war.  r 
For  today  most  of  the  nations  in  Asia  are  not  inde  lP^l 
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pendent  areas  but  colonies,  which  before  Japanese 
invasion  enjoyed  varying  degrees  of  freedom.  These 
peoples  are  on  different  levels  of  civilization,  some 
having  a  great  deal  of  political  experience  and 
training,  others  little  or  none.  Yet  they  have  one 
thing  in  common.  Their  consciousness  of  national- 
ism,  in  some  cases  of  very  recent  origin,  has  been 
greatly  accelerated  by  the  war  in  the  Pacific.  All 
of  them— at  least  the  more  politically  conscious  and 
articulate — demand  independence.  There  is  no 
doubt  that  the  Indians  are  capable  of  self-govern¬ 
ment,  but  some  of  the  other  peoples  of  Asia  are  not  1 
yet  able  to  govern  themselves  without  a  certain 
measure  of  help. 
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ATTITXTDE  TOWARD  COLONIES  IN  ASIA 


What  will  be  their  status  after  the  war.-*  China 
hopes  that  India  will  achieve  self-government,  at 
least  in  the  form  of  Dominion  status  already  prom¬ 
ised  by  Britain.  Whether  as  an  independent  nation 
or  a  Dominion  in  the  British  Commonwealth,  In¬ 
dia  must  rightfully  play  a  great  part  in  the  world. 
China  and  India  have  long  been  closely  linked  by 
their  civilization  and  religion,  and  in  recent  years 
have  been  drawn  even  closer  to  each  other  through 
Tagore  and  Nehru,  through  Generalissimo  Chiang 
Kai-shek,  and  a  number  of  Chinese  artists  and 
poets.  The  Indians  have  given  China  great  moral 
support  in  its  resistance  to  Japan.  The  Chinese,  in 
turn,  have  always  sympathized  with  Indian  aspira¬ 
tions  for  freedom  and  long  for  the  day  when  the 
two  peoples  will  work  side  by  side  for  the  advance¬ 
ment  of  mankind. 

After  this  war  Korea  must  regain  its  freedom. 
Yet,  having  been  deprived  of  their  liberty  by  Japan 
since  1910,  the  Koreans  will  find  self-government 
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a  not  unmixed  blessing.  They  will  probably  look 
for  guidance  from  more  politically  experienced  na- 
uons.  Although,  before  Japan  established  its  dom¬ 
inance,  Korea  had  been  for  years  under  Chinese 
suzerainty  and  the  Chinese  sympathized  with  and 
aided  the  Koreans  in  their  struggle  for  inde¬ 
pendence,  China  alone  does  not  want  to  act  as 
Korea’s  mentor.  At  the  same  time,  the  Chinese 
have  no  wish  to  see  a  liberated  Korea  fall  com¬ 
pletely  under  the  influence  of  either  Japan  or 
Russia.  Perhaps  .some  form  of  international  guid¬ 
ance  and  assistance  will  solve  this  problem. 

The  huge  area  in  southwestern  Asia  does  not 
admit  of  such  easy  solution.  All  impartial  observers 
agree  that  Indo-China  had  not  been  well  governed, 
and  this  territory,  under  Vichy  direction,  facili¬ 
tated  Japanese  aggression  against  the  United  Na¬ 
tions.  Although  Britain  and  America  are  pledged 
to  restore  French  sovereignty,  and  although  the 
pple  in  Indo-China  are  not  yet  capable  of  self- 
government,  complete  restoration  of  the  former 
French  colonial  system  would  seem,  to  the  Chi¬ 
nese  at  least,  a  mcKkery  of  the  ideals  for  which 
the  United  Nations  are  fighting.  Some  kind  of  in¬ 
ternational  government  by  commission,  or  at  least 
some  form  of  international  supervision  in  the  in¬ 
terests  of  the  native  people,  would  be  desirable. 
Thailand  has  long  enjoyed  self-government,  and 
the  Chinese  do  not  wish  to  see  that  country  shorn 
of  independence  after  the  war.  But  Thailand  has 
for  many  years  been  chauvinistic  in  its  attitude 
toward  its  neighbors,  and  proved  a  willing  tool 
|in  the  hands  of  Japan.  Finally,  it  took  up  arms  at 
Japan’s  side,  warring  against  the  United  Nations. 
And  its  government  has  always  ruthlessly  perse¬ 
cuted  minority  peoples  within  its  borders,  especial¬ 
ly  the  Chinese.  It  is  but  just  and  reason.able  that, 
for  a  limited  number  of  years,  some  sort  of  inter¬ 
national  supervision  should  be  exercised  over  the 
'  affairs  of  that  country. 

How  about  Burma,  Malaya  and  the  Dutch  East 
Indies?  Will  they  see  restoration  of  the  pre-war 
colonial  system  as  if  nothing  had  happened?  Will 
Ac  United  Nations  establish  a  completely  new 
svstem  of  international  administration?  Or  will  a 
liberal  system  of  trusteeship  be  set  up  by  Britain 
and  the  Netherlands,  with  a  view  to  preparing  the 
people  for  self-government?  Only  time  can  tell. 
jBut  the  Chinese  are  sure  of  one  thing:  if  nothing 
IS  done  to  meet  the  rising  sentiment  for  national 
independence,  this  part  of  Asia  will  be  in  turmoil 
for  years  to  come. 

j  In  all  these  colonial  territories,  China  has  no  axe 
of  its  own  to  grind.  The  Chinese  government  has 
odared  time  and  again  that  China  has  no  terri¬ 
torial  ambitions  and  that  once  its  lost  territories. 


which  include  Manchuria  and  Formosa,  have  been 
restored,  it  does  not  covet  a  single  foot  of  soil  which 
was  not  originally  its  own.  Generalissimo  Chiang 
Kai-shek  has  announced  that  “China  has  infinite 
sympathy  for  the  submerged  nations  of  Asia,  and 
toward  them  China  feels  she  has  only  responsi¬ 
bilities — not  rights.”^ 

But  whatever  may  be  in  store  for  these  various 
peoples,  there  is  one  thing  the  Chinese  have  very 
much  at  heart.  Many  millions  of  Chinese  live  in 
all  these  territories,  and  have  long  been  subject  to 
discrimination  in  some  areas  and  actual  persecu¬ 
tion  in  others.  The  Chinese  are  determined  to  see 
to  it  that  such  unjust  treatment  is  not  resumed 
after  the  war. 

RELATIONS  WITH  GREAT  POWERS 

China’s  alignment  on  the  side  of  the  United 
States,  Britain  and  Russia  is  not  accidental.  These 
four  great  powers  have  been  brought  together  by 
the  wanton  attacks  of  the  Axis  nations.  But  the 
reason  they  have  all  been  singled  out  for  Axis 
attack  is  because  they  stand  in  the  way  of  German 
and  Japanese  aspirations  to  world  domination. 
They  are  all  opposed  to  the  idea  that  the  world 
should  be  conquered  by  Germany,  Japan,  Italy,  or 
anybody  else  and,  what  is  more,  they  have  none 
of  them  any  desire  to  conquer  the  world  them¬ 
selves.  The  ideal  which  provoked  the  hostility  of 
the  Axis  cements  the  relationship  of  the  four  great 
anti-Axis  powers. 

When  the  Japanese  war  of  aggression  began 
China,  as  a  matter  of  course,  looked  to  the  United 
States,  Britain,  Soviet  Russia  and  France  for  as¬ 
sistance.  The  Chinese  know  that  these  nations  stand 
for  justice  and  peace.  Although  for  a  number  of 
terribly  long  war  years  the  material  assistance  re¬ 
ceived  by  China  was  piteously  scant  and  the  Chi¬ 
nese  were  again  and  again  disappointed  in  their 
hopes,  even  in  the  darkest  hour  they  never  lost 
faith  in  these  great  peoples  and  tried  to  draw  sus¬ 
tenance  for  the  struggle  from  their  moral  support. 

Then  what  the  Chinese  knew  to  be  inevitable 
happened,  and  China  is  now  fighting  side  by  side 
with  the  United  States,  Britain,  Russia  and  France. 
Comradeship  in  arms  has  brought  them  into  closer 
collaboration — closer  by  far  than  at  any  time  in 
their  history.  A  long-standing  obstacle  to  the  pro¬ 
gressively  friendly  relationship  between  China  on 
the  one  hand,  and  Britain  and  the  United  States 
on  the  other,  was  removed  when  new  treaties  abol¬ 
ishing  extraterritoriality  and  related  rights  were 
signed  by  them — Russia  having  already  abrogated 

I.  Message  of  November  17,  TOaa  to  New  York  Herald  Tribune 
Forum  on  Current  Problems.  Chiang  Kai-shek,  Rfnistance  and 
Rfcnnstruction  (New  York,  Harper,  1943),  p.  3I7- 
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similar  treaties  at  the  end  of  World  War  I — and 
their  relationship  entered  a  new  era.  The  Chinese 
ardently  hope  that  this  close  collaboration  will  con¬ 
tinue  after  the  war  and  be  crystallized  in  a  world 
organization  for  the  maintenance  of  peace. 

Even  before  war  broke  out  China  had  embarked 
on  its  great  program  of  industrialization.  After  the 
terrible  devastation  and  ruinous  expenditure  of 
men  and  material  brought  about  by  the  war,  China 
may  have  to  start  almost  from  scratch  in  its  post¬ 
war  reconstruction.  It  must  redouble  its  own  efforts, 
of  course.  It  will  also  welcome  foreign  capital  and 
technical  assistance  for  the  tremendous  task  ahead. 
Where  will  it  look  for  such  assistance?  Perhaps 
after  the  war  only  the  United  States  and,  to  a  much 
lesser  extent,  Britain  will  be  in  a  position  to  render 
any  aid  to  China. 

Close  collaboration  generally  brings  about  mutual 
understanding  but,  at  the  same  time,  may  create 
friction  and  impatience.  Misconceptions  and  mu¬ 
tual  suspicions  arising  out  of  misunderstanding 
and  superficial  observation  may  occur.  Various 
grievances  and  obstacles  will  have  to  be  patiently 
removed. 

PROSPECTS  FOR  CHINESE-AMF.RICAN  COLLABORATION 

Thus  some  Westerners,  like  the  late  Professor 
Spykman  of  Yale,  suspect  that,  as  China  grows 
stronger  after  this  war,  it  will  become  aggressive 
and  that  therefore  it  might  not  he  wise  for  the 
United  States  to  weaken  Japan  unduly.  They  do 
not  realize  that  the  Chinese  are  the  most  unwar¬ 
like  nation  in  the  world  and  that,  after  six  years 
of  a  war  wholeheartedly  supported  by  every  one 
in  China,  the  people  still  do  not  worship  uni¬ 
forms.  Although  some  hot-headed  youths  may  talk 
glibly  in  rather  chauvinistic  tones,  it  is  against  the 
grain  of  Chinese  character,  as  well  as  the  whole 
trend  of  Chinese  history,  to  transform  China  into 
a  militaristic  nation.  It  simply  will  not  become  one. 

Some  British  and  Americans  look  askance  at 
China  as  a  permanent  partner  because  they  believe 
China  is  not  a  democracy  hut  something  of  a  one- 
partv  dictatorship.  Evidently  many  people  do  not 
know  that  the  Chinese  have  for  thousands  of  years 
been  a  democratic  people  and  have  been  taugbt 
a  democratic  belief  from  the  times  of  Confucius 
.-md  Mencius.  Although  at  the  present  time  the 
Kuomintang  is  in  power,  yet  the  fundamental 
political  principle  of  this  party  as  taught  bv  its 
founder.  Dr.  Sun  Yat-sen,  is  tbe  progressive  reali¬ 
zation  of  democracy.  The  present  one-partv  govern¬ 
ment  is  but  a  temporary  measure  of  political  tu¬ 
telage.  Tbe  recent  decree  of  the  Central  Executive 
Committee  of  the  Kuomintang,  pledging  to  establish 
constitutional  government  one  year  after  the  war, 


may  set  at  rest  all  doubts  of  Chungking’s  intentioas  th( 

China’s  relations  with  the  United  States  hav?  ha 
always  been  cordial.  A  very  large  number  of  China's  so 
younger  leaders  have  received  their  education  anc  lit 
training  in  America,  and  brought  China  to  a  aii 
great  extent  under  the  influence  of  American  civ-  in 
ilization.  With  the  abolition  of  unequal  treaties  Bi 
the  principal  obstacle  in  the  way  of  Chinese-Ameri  co 
can  friendship  has  been  removed.  But  there  is  yet  pc 
another  impediment  which  looms  larger  and  largo 
as  time  goes  on.  The  practical  significance  of  the 
Chinese  exclusion  laws  is  slight,  since  the  num 
ber  of  Chinese  to  be  admitted  under  the  quota  sys-  fo 
tern  in  case  they  are  repealed  is  insignificant,  but  ai 
their  moral  effect  is  very  great,  as  the  Chinese  con  w 
sider  these  laws  a  standing  symbol  of  the  much  b 
decried  doctrine  of  racial  inequality  which  should  tl 
have  no  place  in  a  brave  new  world.  d 

a 

PROPOSALS  FOR  STRENGTHENING  ^ 

CHINE.SE-BRITISH  FRIENDSHIP  ^ 

The  path  of  Chinese  and  British  friendship  will  t 
be  somewhat  less  sm(X)th,  since  British  interest  c 
and  commitments  in  the  Far  East  are  much  more 
widespread  and  of  much  longer  standing  than  s 
those  of  the  United  States.  The  Chinese  were  great  i 
ly  disappointed  when  they  discovered  that  in  tht '  1 
new  treaty  abolishing  extraterritorial  rights  no  1 
mention  was  made  of  Kowlexin,  not  to  say  Hone  i 
kong.  The  case  for  immediate  abolition  of  the  : 
British  leasehold  of  Kowloon  is  too  obvious  to  be  ' 
argued.  In  the  case  of  Hongkong,  Britain  may  in¬ 
sist  on  maintenance  of  its  territorial  sovereigns  | 
as  well  as  its  economic  and  military  interests.  Bum 
the  Chinese  people  cannot  be  expected  to  under  l 
stand  the  intricate  legal  aspect  of  the  problem: 
they  only  know  that  Hongkong  belonged  originallv 
to  China  and  that  its  population  is  still  more  than 
per  cent  Chinese.  Although  the  Chinese  gov¬ 
ernment  has  never  publicly  expressed  any  view ' 
on  this  subject,  Hongkong  has  remained  a  sort 
point  with  the  people.  It  is  to  be  hoped  that  British 
statesmanship  will  see  the  wisdom  of  making  3 
magnificent  gesture  by  returning  Hongkong  and 
Kowloon  to  China,  thus  laying  the  foundation  of  3 
lasting  friendship  between  the  two  nations.  A  dec¬ 
laration  by  the  British  government  that  it  seeks  no 
control  over  Tibet,  a  Chinese  territory,  would  fur¬ 
ther  clear  the  air  and  increase  good-will  between , 


the  two  peoples. 

The  problem  of  India  has  loomed  large  in  the 
eyes  of  the  Far  Eastern  peoples,  and  Britain  s 
failure  to  solve  it  has  created  the  suspicion  that  the 
British  do  not  want  a  solution.  It  is  naturally  diffi¬ 
cult  for  the  average  person  to  understand  the  prob 
lem  in  all  its  complexity.  But  just  as  the  policy® 
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the  United  States  with  respect  to  the  Philippines 
has  aroused  the  admiration  of  all  Eastern  nations, 
so  an  early  solution  of  the  problem  of  Indian  po¬ 
litical  independence  would  greatly  enhance  Brit¬ 
ain’s  prestige  in  Asia,  A  liberal  and  positive  policy 
in  Southeast  Asia  will  create  further  confidence  in 
Britain,  and  strengthen  the  ties  of  friendship  and 
cooperation  between  the  British  and  the  Chinese 
people. 

CHINESE-RUSSIAN  RELATIONS 

Russia,  after  entering  World  War  II  in  1941 
following  its  invasion  by  Germany,  remains  in  the 
anomalous  position  of  being  at  peace  with  Japan, 
with  whom  all  the  other  great  powers  among  the 
United  Nations  are  at  war.  But,  although  Japan  is 
the  Number  One  enemy  of  China,  the  Chinese 
do  not  resent  Russia’s  policy  in  Asia.  The  Chinese 
are  grateful  to  the  Soviet  Union,  since  it  was  the 
only  great  power  who  gave  them  tangible  material 
aid  in  the  early  stages  of  the  Japanese  invasion,  and 
this  sense  of  gratitude  makes  the  Chinese  overlcxak 
other  circumstances. 

But  the  Chinese  find  it  difficult  to  overlook  the 
status  of  Outer  Mongolia.  The  Chinese  govern¬ 
ment  hopes  for  an  amicable  solution  of  this  prob¬ 
lem  after  the  Japanese  menace  to  the  Soviet  Union 
has  been  crushed  forever.  This  territory,  which 
the  U.S.S.R.  has  recognized  as  being  under  Chinese 
sovereignty,  has  in  practice  been  outside  the  area 
of  China’s  control  for  many  years. 

With  the  establishment  of  constitutional  govern¬ 
ment  in  China,  it  is  hoped  that  the  Chinese  Com¬ 
munist  party  will  see  its  way  to  give  up  its  troops 
and  its  special  administrative  districts  to  the  cen¬ 
tral  government  and  limit  itself  to  political  activi¬ 
ties  under  the  law.  Such  a  hope  is  not  beyond  the 
possibility  of  realization  if  no  foreign  influence 


comes  forward  to  encourage  insubordination  by 
moral  and  material  support.  The  Chinese  have  al¬ 
ways  feared  the  internecine  war  which  may  be  pre¬ 
cipitated  if  Russia  gives  strong  support  to  theChinese 
Communist  party.  But  Premier  Stalin  has  been 
consistent  in  his  refusal  to  interfere  in  the  domestic 
affairs  of  foreign  countries.  And  the  Comintern 
has  recently  been  dissolved.  Perhaps  the  Chinese 
will  be  able  to  solve  this  perplexing  problem  in  a 
rational  way. 

China  has  fought  side  by  side  with  the  United 
States  and  Britain,  and  hopes  to  collaborate  in  the 
same  way  with  Russia  before  the  war  in  the  Far 
East  is  over.  It  is  determined  that  the  wartime  col¬ 
laboration  between  the  United  Nations  will  con¬ 
tinue  into  the  post-war  period,  and  is  prepared  to 
go  more  than  half-way  to  meet  its  Allies.  It  is 
confident  that,  with  an  equal  spirit  of  willingness 
on  every  side,  existing  differences  can  in  time  he 
ironed  out. 

CHINA  FOR  WORLD  COOPERATION 

China  has  lived  for  thousands  of  years  in  splen¬ 
did  isolation,  and  it  is  difficult  for  a  nation  to  break 
a  long-standing  habit.  But  during  the  past  century 
China  has  learned  a  bitter  lesson  at  great  cost. 
Now  there  is  no  nation  in  the  world  which  is  more 
wholeheartedly  for  international  cooperation,  in 
one  form  or  another.  The  League  of  Nations  failed 
China  time  and  again;  yet  with  the  patience  of  Job, 
the  Chinese  looked  to  it  for  justice  and  assistance  to 
the  very  last. 

It  is  therefore  not  extraordinary  to  find  China 
the  first  among  the  United  Nations  to  declare  offi¬ 
cially  its  support  of  international  organization  even 
at  some  sacrifice  of  national  sovereignty.  Generalis¬ 
simo  Chiang  Kai-shek  stated  in  China’s  After-War 
Aims:  “There  will  he  neither  peace,  nor  hope,  nor 
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future  for  any  of  us  unless  we  honestly  aim  at 
political,  social  and  economic  justice  for  all  peoples 
of  the  world,  great  and  small.  But  I  feel  confident 
that  we  of  the  United  Nations  can  achieve  that  aim 
only  by  starting  at  once  to  organize  an  interna¬ 
tional  order  embracing  all  peoples  to  enforce  peace 
and  justice  among  them.  To  make  that  start  we 
must  begin  today  and  not  tomorrow  to  apply  these 
principles  among  ourselves  even  at  some  sacrifice 
to  the  absolute  powers  of  our  individual  countries. 
We  should  bear  in  mind  one  of  the  most  inspiring 
utterances  of  the  last  World  War,  that  of  Edith 
Cavell:  ‘Standing  at  the  brink  of  the  grave,  I  feel 
that  patriotism  alone  is  not  enough.’”  And  he 
declared  that:  “Unless  real  world  cooperation  re¬ 
places  both  isolationism  and  imperialism  of  what¬ 
ever  form  in  the  new  interdependent  world  of  free 
nations,  there  will  be  no  lasting  security  for  you  or 
for  us.”^ 

There  has  been  much  discussion  in  China  about 
a  post-war  world  organization,  but  there  is  no  con¬ 
sensus  as  yet  as  to  the  form  this  organization  may 
take.  Many  thinkers  are  toying  with  different  pat- 
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terns,  to  which  the  majority  of  people  are  more 
or  less  indifferent.  But  there  seems  to  be  agrceraciit 
on  one  point:  whatever  form  future  world  organ, 
ization  may  take,  there  must  be  collective  security 
No  nation  is  strong  enough  to  stand  alone,  and 
an  aggressor  unchecked  in  any  part  of  the  earti 
will  set  the  whole  globe  on  fire.  Whether  or  no; 
there  will  be  an  international  police  force,  to  whicli 
the  Chinese  are  not  averse  if  safeguards  agains 
abuse  are  devised,  they  think  there  must  be  sane 
tions.  It  was  the  inability  to  apply  or  carry  ou 
sanctions  that  spelled  the  breakdown  of  the  League 
China  has  always  welcomed  with  open  arms  al 
kinds  of  international  cooperation,  from  intellectua 
to  material,  from  that  in  public  health,  currency  am 
the  mails  to  that  in  the  control  of  the  drug  traffic 
As  the  world  shrinks  and  nations  become  mort 
closely  knit  together,  the  existing  forms  of  coq) 
eration  will  surely  be  strengthened  and  new  form: 
spring  into  being.  Such  cooperation  has  don< 
much,  and  will  do  even  more,  for  the  welfare  am 
advancement  of  mankind.  China  will  prove  itsel 
an  ever-ready  participant  in  all  forms  of  collects 
action  directed  at  furthering  the  security,  progres 
and  stability  of  the  world. 
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